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SUPPLIES FOR A FREE PRESS 


A Preliminary Report on Newsprint 


The problem of insuring the physical supplies to maintain a free 
press in the United States is one of the most vexing, but by no means 
one of the most recent, to plague the Congress and the people. It 
dates back at least to the eighteenth century. In 1744 the publisher 
of the Williamsburg, Va., newspaper set up his own paper mill to assure 
himself of an adequate supply of paper; and during the Revolutionary 
War the cutting off of imports from England created an acute paper 
famine (K 230).! Industrial and technological progress and social 
change have ain ‘rably modified the nature and terms of the prob- 
lem over the years, however. It was not until about 1890 that wood 
became an important raw material for the making of paper; and not 
until about 1910 that the manufacture of newsprint became a differ- 
entiated process from the making of other types of paper (A 169, et 
seq.). The newsprint situation since 1910 may, therefore, be con- 
sidered relevant to the present problem. 

The complaints of publishers and others have caused Congress to be 
concerned about newsprint since even before that date. The first 
congressional investigation of the Paper Trust was in 1904 when a 
House committee held hearings to seek “‘information relative to causes 
of high prices of paper used for newspapers” (B 213). From the 
Fifty-eighth to the Eighty-first Congresses there were 21 congres- 
sional investigations of newsprint (B 213-17). Sinee World War 
If, Congress has been continuously concerned about this matter and 
there have been investigations by some committee of the Seventy- 
eighth, Seventy-ninth, Eightieth, Eighty-first, and now the Eighty- 
second, Congresses 

The lack of legislative results is no fair indication of the achieve- 
ments of these investigations. Almost every aspect of the newsprint 
situation has been explored, and there is a mass of published material 
available in the reports of congressional investigations, of other Gov- 
ernment agencies and of trade associations. It has been facetiously 
remarked that one of the causes of a newsprint shortage is the publica- 
tion of reports of investigations of the newsprint shortage. The 
recent hearings, by a subcommittee of the Small Business Committee 
of the Senate in the Eightieth Congress, and by a subcommittee of 
the Committee on the Judiciary of the House in the Eighty-first 
Congress, were extremely thorough and are sufficiently recent to be 
practically current. A study of the reports of these investigations, 
and of other sources, indicates that there are few questions that 
cannot be anwered from the published material on the subject. It 
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would appear that to conduct another inquiry into this field without 
making use of the available material would be extravagant of time, 
energy, money, and, indeed, all the scarce resources of a busy Con- 
gress. Therefore, the subcommittee charged with the duty of in- 
vestigating the newsprint problem offers this report to summarize 
the significant facts and conclusions to be found in the prior reports, 
and to indicate, as far as possible, on the basis of the evidence, what 
the nature of the problem and its potential solutions may be. This 
is not intended to be a compl ‘te Summary of the evidences adduced 
in earlier hearings, as that would be unduly voluminous and would 
not answer the need for a synthesis of the significant evidence and a 
winnowing of the irrelevant. 

An example of what is considered irrelevant is the dispute as to 
whether the newsprint shortage is a problem of supply or demand. 
Various witnesses testified as to their opinions on this matter, and as 
recently as March 12, 1951, the New York Times reports a statement 
blaming the newsprint shortage on the publishers rather than the 
manufacturers. It seems apparent that this argument is as futile as 
trying to decide whether a size 9 foot is too large for a size 7 shoe, 
xv Whether the shoe is too small for the foot. When demand is greater 
than supply it is obvious that it may be said either that demand is too 
great or supply is too small, and that the only difference is one of 
terminology and viewpoint. What may be relevant and significant 
in this situation is to inquire how the demand arises, where the supply 
comes from, and what means are available to reduce the demand or 
increase the supply. Whether it is desirable to adopt means to do one 
or the other or both or neither is a matter of judgment of social values, 
the exercise of which hes within the domain of legislative policy. No 
conclusion as to such matters of policy has yet been reached by the 
subcommittee. This report is intended merely to bring the evidence 
of prior hearings to a focus by presenting the facts showing the nature 
of newsprint consumption, distribution and production, the outlines 
of the problem and the lines of possible legislative action. 


NEED FOR NEWSPRINT 


Newsprint, as the name implies, is the paper on which newspapers 
are printed. It is distinguished from other kinds of papers in several 
respects, in its - vsical characteristics, its size, and in being the 
heapest grade of printing paper made. It can be, and is, used for 
printing other co than newspapers, such as certain types of cheap 
books and magazines, but these uses do not take a large amount of 
the paper. On the other hand, there is no substitute for newsprint 
in the publication of a newspaper (A 1127). Without newsprint a 


mode Th hewspupe ‘cannot be publishe d. As ( ‘oneressman \MekKinnon 
testified, “I do not think there is vy doubt in anyone's mind that 
traditional freedom of t] fags ss—and, by that, I mean a free oppor- 
tunity for anyone to engage in the publishing business—is dependent 
upon an ample suppl of newsprint at a reasonable price level” 
(A 278). The concern engendered by this dependence was well 


express “l by Senator Capehart in opening the last Senate investiga- 
tion of this subject a n he declared, “We would not permit the free 
press of America to be strar — by any other means. We dare not 


permit it to be strangled by the lack of newsprint”’ (C 2) 
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The dependence of newspapers upon newsprint is enhanced by 
certain peculiar factors. News is itself a highly perishable com- 
modity. It cannot be anticipated and it cannot be stored. Thus 
newspapers must be published continuously and on schedule, if they 
are to be published at all. They cannot be stockpiled in advance, 
publication cannot be postponed, and lost production cannot be 
regained later (C 407). On the other hand, newsprint itself is diffi- 
cult and expensive to store. It deteriorates if kept for long periods, 
and it is so bulky that storage of a very large quantity is not practical 
(A 162). Large newspapers will normally stockpile enough newsprint 
to publish for about 1 to 2 months (H 45). Thus the requirements of 
publishing demand a substantially continuous flow of newsprint from 
the mill. Fortunately this matches the operation of the mills, as the 
manufacturing is a continuous flow process and the mills generally 
do not have the facilities for warehousing large amounts of finished 
newsprint. 

As a corollary of this relationship, any interruption in the flow of 
newsprint to the publishers and any diversion or shortage in supply is 
felt very quickly, particularly by the smaller publishers who do not 
have storage facilities equivalent to those of the large publishers. 
There can be no doubt that since the end of the last war the smaller 
publishers have felt the newsprint supply to be inadequate, and even 
critically inadequate. Congress has received a flood of complain 
from them (A 254, 289, 351, 373, 422, 424, 578; C 282). Indieativ 
those who appear to have suffered the most from a lack of newsprint 
are publishers of the newspapers of civic groups, labor unions, civil- 
service employees (C 314), trade groups (C 479), small dailies (C 371 
536-7) religious organizations, Protestant, Catholic, and Jewish (C 77, 
7a. ea. 268. TS. Tay Negro publications C 77, 128), veterans’ 
organizations (C 78), cooperative organizations (C 78), and fraternal 
organizations (C 83). There have also been complaints from maga- 
zine publishers (C 344), including the publishers of comie books and 
detective-story magazines (C 351). However, most of the 


complaints 
represented by the testimony in the hearings previously held and by 
the correspondence received by membe rs of the Senate Sm: l! Business 
Committee have come from the publishers of small daily and weekly 
newspapers of general circulation, and of special group newspa 
such as the Catholic and the Negro press. 

There is ample evidence that the scarcity of newsprint has worked a 
real hardship on many publishers. There was testimony that no 
newspaper in the | ‘nited States has been forced to suspend ica 
tion solely because of lack of newsprint (C 41, 46). Still it is clear 
that scarcity of newsprint has been a contributing factor in a number of 
newspapers deaths (A 121;B21;L). Of equal, or greater, significance, 
it appears to be well established that it is impossible to start a new 
newspaper under present conditions because all of the available supply 
of newsprint is being channeled to existing publications (C 380; A 145; 
183-9, 283, 418-20, 424, 814, 819, 921, 952). These facts seem to 
render less extravagant the complaint of one small publisher that 
“Freedom of the press is absolutely dead under present conditions” 
(C 348). 

There have been fewer complaints from the large than from the 
small publishers. There are a number of reasons for this. First, and 
most obvious, there are far fewer large than small publishers. As 
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pointed out below, some of the largest have an interest in newsprint 
mills; and, in any event, the large publishers are getting the great 
bulk of the newsprint that is being produced. Pr ractically all the 
large publishers have contracts directly with newsprint mills, and 
there is a definite indication that they are very hesitant to jeopardize 
their relatively favored position by giving testimony that might 
antagonize the newsprint manufacturers (A 280, 596, 1132-3). Never- 
theless, even some of the largest publishers have stated off-the-record 
that they are seriously worried about the newsprint supply. 

The evidence and the conditions referred to above cover the period 
from 1946 through 1950. The correspondence of the Senate Small 
Business Committee demonstrates that the complaints, as well as the 
conditions engendering them, are continuing. This evidence leaves 
no room for doubt that there is a need for substantially more news- 
print in the United States than is now available. 


CONSUMPTION OF NEWSPRINT 


The consumption of newsprint in the United States has increased 
steadily through the years, and has shot up since the end of the last 
war. In rounded figures, the total consumption of newsprint in this 
country has increased like this: 

1910—Slightly over 1 million tons 

1920—Slightly over 2 million tons 

1930—About 3} million tons 

1940—About 33, million tons 

1945—About 3% million tons 

1950—Nearly 6 million tons 
(B 47, 119, 129; E; H;G 12). The indications are that consumption 
will continue to increase (A 125: G). Two questions naturally present 
themselves: Where does the newsprint go? and, What has caused 
this increase? 

There is one answer to the question where the newsprint goes that 
is fairly easy to give—it goes mainly to the daily newspapers. In a 
rough breakdown, 85 percent goes to the daily newspapers; 6 percent 
goes to the commercial printers and the publishers of magazines, 
books, and miscellaneous; 7 percent goes to the Federal Government 
and foreign-language newspapers; and 2 percent goes to the weeklies 
(C 14-15). 

While the Federal Government itself is a large user by individual 
standards, it is a negligible factor in the total situation. In the 
breakdown given above, based on WPB figures, classification of Govern- 
ment and foreign-language papers is largely the latter. The Govern- 
ment Printing Office uses about 3,000 tons of newsprint annually, 
which amounts to just over one-twentieth of 1 percent of the total 
né aye consumption (A 310 et seq.; B 140). Of the total amount 
used by the Government, approximately 50 percent is used for the 
Congressional Record; about 18 percent for the Federal Register; and 
the rest for miscellaneous uses, including, largely, income-tax instruc- 
tions and forms (A 311) 

So far as newspapers are concerned, the weeklies (or the nondailies) 
are really the small business of the field (C 586). Although there are 
about 9,000 weekly newspapers in the United States, it takes, in the 
aggregate, a total of only about 75,000 to 100,000 tons of newsprint 
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to supply all of their requirements (A 353). This represents less than 
2 percent of the total national consumption (C 14). The requirements 
of the weeklies are so small, relatively, because their individual 
editions are smaller than those of the dailies, because they publish 
less frequently, and also because their total circulation is one-fourth 
that of the dailies. In 1950 the total circulation of all = weeklies 
was just over 13 million, and of all the dailies was just over 52 million 
(A 353). 

While daily papers are more expensive to publish than weeklies, it 
should not be inferred that all daily papers are big businesses. On 
the contrary, the rt of them are relatively small. There are a 
total of approximately 1,500 daily newspapers in the country, con- 
sidering morning and evening papers published by a single enterprise 
as one paper (C 410-11). If morning and evening editions published 
under common ownership are considered separately, this number is 
increased by about 250 (C 410-11, 3). Of the 1,500 daily newspaper 
enterprises in the country, over 60 percent have total circulations of 
less than 10,000; over 30 percent have total circulations of between 
10,000 and 100,000; and only about 100 enterprises, or less than 10 
percent have circulations over 100,000 daily (C 410-11) 

Of the total 85 percent of the newsprint used by the dailies, the 
smallest 1,100 dailies take less than 10 percent, and the 400 largest 
dailies use the other 75 percent (C 14-15). These 1,100 — 
dailies each use less than 500 tons of newsprint annually (C 3). On 
the other hand, the 200 largest metropolitan dailies used 68 percent 
of the total of 85 percent of the newsprint used by dailies (C 15, 16) 
and each uses more than 5,000 tons of newsprint annually (C 290). 
Put it another way, of the total newsprint used by daily newspapers, 
the 60 percent of the newspapers which are the smallest use less than 
10 percent of the newsprint, while the 10 percent of the newspapers 
which are the largest use more than 60 percent of the newsprint 
(C 290). It has been testified that 50 buyers account for approxi- 
mately 70 percent of the newsprint consumed in this country (A 675). 
This is not inconsistent with the other figures given above, as these 
buyers are those who purchase for chains of newspapers which include 
many of the large metropolitan dailies comprising the 10 percent of 
the newspapers which are the largest. 

The relationship between the large and the small dailies may, 
perhaps, be better illustrated by more concrete comparisons. ‘The 
main section of the New York Times for one Sunday edition takes 
about 1,300 tons of newsprint (C 76). ‘This is —e to publish the 
ordinary small daily for 3 years. The editor of a small nondaily 
testified that the newsprint consumed in nibihdenie: one 7-column ad 
(slightly less than a full page) for a New Y ork store in the New Y ork 
papers for 1 day would keep his ial ation going for 6 months (C 81). 
Similar comparisons can readily be worked out on the basis of the 
circulation figures given. As a rough rule of thumb, 1 pound of 
newsprint will make 70 to 75 normal ne wspaper pages. 

The question as to what has caused the increase in newsprint con- 
sumption can be answered essentially in two words: advertising and 
circulation (C 5; Q 56). Most important, of course, has been the 
increase in advertising and circulation of the large dailies. From 1945 
to 1950 they increased their circulation over 15 percent (A 353). 
During the same period their advertising volume increased over 60 
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percent (H 58). Their average number of pages has increased simi- 
larly. The average size of a daily newspaper during the 5-year period 
from 1936 to 1941 was 27 pages on weekdays and 83 pages on Sundays. 
The average size of the dailies during the year 1949 was 34 pages on 
weekdays and 107 pages on Sundays (A 610). These increases have 
been reflected in the use of ne wsprint. From 1945 to 1946 alone, 
the large dailies increased their newsprint consumption by more than 
one-fourth (C 13, 94). More startling is the long-range projection of 
consumption figures. From 1880 to 1950 the population of the 
country increased threefold; newspaper circulation increased 15 times 
over; but ne ‘wsprint consumption increased by fifty-eight-fold (A 381) 
‘The per capita consumption of newsprint in 1910 was about 25 pounds. 
$y 1923 this had increased to 50 pounds; and from 1923 until 1945 
the per capita figure was in the forties or fifties, except for 1929 when 
it hit 62. After World War II this figure began to jump, and by 
1947 it was 66; in 1948 it was 70; in 1949 it was 74; and in 1950 we 
C ynsumed nearly 78 pounds of newsprint per pe rson (B 119; G 12). 
Paradoxically, the increase in circulation of the daily papers has 
been a concomitant of a decrease in the number of papers. From 1929 
through 1944 while circulation was increasing more than 16 percent 
the number of daily newspapers decreased more than 10 percent, 
approximately 200 newspapers having suspended publication or having 
been merged with other papers during that 15-year period (B 945, L). 
The result ball been the nearly complete elimination of competition 
from the daily newspaper field. By 1945, in the cities having: daily 


newspapers, there was a competitive paper in only 8.4 percent, or in 
about 125 cities (B 947). During a similar period the number of 
veeklies also decreased, although not quite so much in proportion 
(B 1051 


The American Newsp yuper res d, after an extensive study of the 


subject, reported that, “In the United States the newsprint situation 


is one of the major factors in the decline of 9 competitive press”’ 
B 941 However, the American Newspaper Publishers Associ yation, 
which represents primarily the largest an (C 36), takes issue 
with this conclusion. It stated, ‘The publishing of a newspaper is 


a business and there must be more income than expense to remain in 
business. Wage rates, shortened hours, and lessened production per 
man-hour are the major factors in forcing mergers and discontinuance 
of newspapers” (B 1058). ‘To some extent, at least, the dispute is a 
matter of terminology and viewpoint, as an examination of cost- 
analysis figures makes it obvious that all publishing expenses have 
increased, thereby contributing to the difficulty of staying in business 
(B 934-5, L). It is clear that one of the major increases in newspaper 

has been the cost of newsprint for those publishers who have 
been able to get it; and that simply getting newsprint has been a 
major problem for other publishers. The evidence establishes that 
newsprint shortage and cost have both contributed to newspaper 
deaths (B 21). The relative importance of the various contributing 
causes is, at best, difficult to measure. 

It is plain from these figures that the present trend among news- 
papers is toward fewer papers, bigger papers, and larger circulations, 
The increasing consumption of newsprint cannot be ascribed ex- 
clusively to advertising, circulation, or newspaper size as they are all 
interrelated. Larger circulations beget more advertising which, in 
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turn, makes possible and also requires, more pages. It should be 
kept in mind that the usual division of content in a newspaper is, 
roughly, 40 percent editorial matter and 60 percent advertising (C 6). 
Thus increased circulation and increased newspaper size both show 
an increased use of newsprint for advertising purposes also. Taken 
together with the figures of advertising linage, these facts appear to 
indicate that the greatly increased newsprint consumption since the 
end of the last war is primarily the result of an increase in newspaper 
advertising. A corollary of this conclusion was suggested by the 
president of the largest paper company that “if advertising fell off 5 
or 10 percent we would have newsprint coming out of our ears” 
(A 609). 

It was testified that there is also a shortage of newsprint in the 
world market, which is increasing because of the increase in literacy 
and the resulting increase in demand for newspapers (C 161-2). It 
is impossible, however, to make any close statistical comparisons be- 
tween the United States and the world market for several reasons. 
There are not comparable statistics for the rest of the world, to begin 
with. Further, economic conditions are not comparable. Canada 
is by far the largest producer of newsprint in the world, and the rest 
of the world is not able to compete with the United States in buying 
Canadian products (C 50). It was testified that the price of news- 
print in the world market was 50 percent above the New York City 
price (A 846-7). In addition, there are political restrictions and 
rationing in force in many other countries. Recent news dispatches 
indicate that Canada itself may adopt a system of Government allo- 
cation in the export of its newsprint supply. Nevertheless it is clear 
first, that the United States consumes the greater part (62 percent) 
of the world’s newsprint; and second, that the world demand is greater 
than the world supply (D). Since newsprint is assuredly one of the 
major weapons in the war for men’s minds being waged in the world 
today (A 248, 289), these facts sharpen the problem posed by our 
domestic consumption and needs. 


THE DISTRIBUTION OF NEWSPRINT 


The pattern of newsprint distribution throughout the world is a 
relatively simple one—most of it is manufactured in Canada and used 
in the United States. For a number of years Canada has been the 
only nation producing more than a million tons a year, and it has been 
producing in the neighborhood of 5,000,000 tons a year (E, J). The 
United States has been the only nation consuming more than a million 
tons a year, and it has been consuming about 5,000,000 million tons 
(E, J). Newsprint is Canada’s largest export; and 90 percent of it 
is exported to the United States (A 142). Newsprint is our second 
largest import (coffee is the largest) (A 211), and 80 percent of it comes 
from Canada. We import slightly less than 5 percent of our news- 
print from Europe and manufacture the rest ourselves (H 51, A 125, J). 

Next to Canada, the United States is the largest producer of news- 
print, followed by the United Kingdom and the Scandiavian countries 
(EK, J). Russia may produce a substantial amount, but precise figures 
are not known. In any event, it is clear that Canada produces more 
than half of the world’s production. The United States imports some 
newsprint from the United Kingdom, but that country imports more 
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than it exports, so it cannot be regarded as a very promising source 
of supply (EK, J). The part of our newsprint supply which we get from 
Europe comes principally from Finland, Sweden, and Norway, which 
are exporting countries of this commodity (EK, J). On the other hand, 
the United States itself exports a small amount of newsprint each year, 
principally to the Philippines and Mexico. Our exports amount to 
about 4 percent of our production and to about seven-tenths of one 
percent of our consumption (KE, J). Newsprint has been admitted 
duty-free into the United States since 1911, and is the only type of 
paper which is not subject to a tariff duty (C 148, 179;:A 165, 293, 
294, 297-9). Although only “standard newsprint paper”’ is admitted 
duty-free, there is no requirement that it be used for newspaper 
purposes after importation into this country (A 299), 

By established trade usage the larger newspapers buy newsprint 
directly from the manufacturing mills, while the smaller papers buy 
through dealers or ikon - from their printers (C 8). The basis 
of differentiation is that cee: uanaie large enough to buy in carload 
lots (about 25 tons) (C 300) buy directly from the mill, while the others 
buy through the jobbers (A 131). Asa result, most newspapers with 
circulations of over 10,000 usually have contracts directly with the 
mill (C 183, A 150). The mills tend to favor their larger accounts 
(C 107); and, consequently, the newsprint shortage is much more 
serious for the small papers, which have greater difficulty in securing 
even their small requirements (C 11, 41, 59-63, 72, 78, 101, 282; A 
150-1, 232, 282, 292, 334, 351, 595). It was testified that no news- 
paper buying direc tly from the mill had been in serious distress because 
of lack of newsprint (C 41); and that the problem of newsprint distri- 
tion is chiefly that of the small publisher sia buys through a middle- 
man (C 282). There was evidence that in a shortage situation the 
newsprint sometimes passed through the hands of several speculators 
between the mill and the user (C 364). This produces a spot market, 
sometimes referred to as a black market, in which the price has gone 


substantially above the current mill price and there nas been what is 
commonly called profiteering (C 330). Even the Federal Govern- 
ment has found itself foreed to pay more than the normal mill price in 
order to meet its requirements (A 311, cf. A 200). The newsprint 


manufacturers have ng atly taken advantage of their dominant 
po ition in recent years to demand long-term contracts es open- 


price provisions eat the publishers who do bi Ly diree tly from them 


(A 90). The effect of this is, of course, further to freeze the existing 
pattern of distribution, as the publishers with such contracts are 
assured of a relatively adequate supply, while it babeniie increas basty 


difficult for the smaller publishers to secure newsprint on the open 
PRODUCTION OF NEWSPRINT 


The art of making paper from fibrous matter is at least as old as the 
Christian era, and was probably practiced by the Chinese earlier than 
that (KX 229). The first paper mill was established im America in 
1690, and a number were set up early in the eighteenth century. ‘The 
paper famine caused by the cutting off of imports during the Revolu- 
tionary War resulted in the establishment of 80 or 90 paper mills in 
the United States by the end of the war. Paper manufacturing was 
protected in the first tariff, and by 1810 there were more than 200 


eration in this country (KK 230). 








SUPPLIES FOR A FREE PRESS 9 


The basic method of making paper has changed little over the 
centuries. Essentially it consists of beating cellulose fibers in water 
so that they form a wet pulp of adequate cohesive quality, then 
spreading and permitting the pulp to dry in a thin even layer. This 
was done by hand until 1798 when a paper machine was invented in 
France, which was introduced to England a few years later by Henry 
Fourdrinier, after whom the machines are now called. The machines 
gave impetus to the industry by making the process a continuous one 
and allowing paper to be made cheaply and by the roll (K 230-2) 

Ina modern paper mill the breaking and beating of the raw material 
is done by knives on a bed plate and a re volving drum. The paper 
machine consists of a “pond” of wet pulp which flows onto a continuous 
wire-mesh cloth band, which may be from 70 to 240 inches wide. The 
thin sheet of wet pulp than passes through various rollers, over heated 


cylinders and through vacuums in order to dry. As it is desirable to 
dry the sheet slowly, and as modern machines run at high i ag a 
very large number of rollers and drying cylinders are used. The 


machines also perform auxiliary processes such as tinting, sizing (sur- 
facing), loading, and calendaring (glazing) on the pulp or paper. 
Contrary to popular impression most papers are tinted by the addition 
of some oe matter, as even bleached pulp retains some residual 
yellow color by itself. Newsprint pulp is tinted by the addition of 
red and blue coloring matter to m: ie it a neutral gray which is nearly 
white; but it turns yellow again in a relatively short time (K 230-2). 
Newsprint machines handle sheets from 160 to 240 inches in width, 
and run off paper at the rate of 550 to 1,200 feet a minute (K 235). 
Rags, and similar materials, were used for making paper until about 


1880, when wood began to be used as a raw material (K 235). The 


manufacture of newsprint first became a specialized business, 
distinguished from the manufacture of other types of paper, about 1910 
(A 162). At the present time, newsprint is ordinarily made from 80 to 
85 percent ground wood pulp, which iS fon that has been ground 
mechanically, and from 15 to 20 percent of ‘chemical wood pulp,’ 
which is pulp that has been prepared chemically (A 162). 

Hemlock, fir, spruce, and poplar are the trees that have been fur- 
nishing the wood pulp from which newsprint is made, and there seems 
to have been a general impression that other kinds of wood are not 
suitable (A 163, C 49). However, in 1940 southern pine was first 
used and it has been producing a satisfactory newsprint since that 
time (A163, C 49). Although there has been no commercial produc- 
tion from other materials, research and experiments have demonstrated 
that satisfactory newsprint may be produced from ms: ny other raw 
materials, including: straw and cornstalks (C 163; A 115, 374), saw- 
grass (A 110), cotton and cotton stalks (A 111), bagasse (A129, 146), 
bamboo (Q 33); hardwood (A 266-7), logging debris and sawmill waste 
(A 168), waste paper (A 898-9), rice straw (New York Times February 
14, 1951 p. 10), and other similar substances. 


as 


The record of newsprint production in the United States has been a 
re L erally declini ny one In 1919 thy ‘ec were 79 hewsprl nt mills pro- 
ducing over a million tons a vear, Which was thet equal to our national 
consumption 6 42). A tendeney toward fewer and larger mills 


which were thought to be more efficient and economical! in operation 
(A 21 3) resulted in a reduction of the number of mills to 39 by 1926 
> 
) 


- ’ 
( 12). During this period, however, production increased somewhat 
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amounting to about 1% million tons in 1926. Although this was less 
than half our censumption in that vear (B 129), it was our production 
peak (C 166, A 163). Since 1926, production of newsprint in this 
country has declined in both actual quantity and percentage of con- 
sumption. In 1949 we produced less than a million tons, and our 
production amounted to only 17 percent of our consumption (B 
129-30). At the same time the number of mills in operation decreased 
from 39 to 11 (B 42). 

The record of Canadian production is just the converse. Canada 
increased its newsprint production from half a million tons in 1915 to 
more than 5 million tons, or 10 times as much, in 1950 (G). Since, 
as has already been pointed out, most of the Canadian production 
comes to the United States and supplies the largest part of our con- 
sumption it is apparent that the location of the newsprint industry 
has shifted from the United States to Canada. The reasons are some- 
what obscure, although some enlightening facts are known. 

Many, if not a majority, of the Canadian mills are owned and con- 
trolled by capital from the United States (A 380, 412, 413, 433), 
although the exact extent of the United States interest in Canadian 
companies is not known (A 743). It has been suggested that the 
newsprint manufacturers shifted their operations to Canada to escape 
the reach of our antitrust laws (A 91), ‘but. the newsprint companies 
themselves insist that the shift has taken place because of purely 
economic factors (A 544-5, 564, 612). Although no exact comparative 
figures are available, there is some indication that it is slightly cheaper 
to manufacture hone in the United States than in Canada 
(Q 152-3, P 197 et seq.) It follows that any economic advantage 
enjoyed by the industry in Canada must be due either to the legal 
situation or to the fact that newsprint enters this country duty free 
while there is a tariff on all other types of paper. Undoubtedly this 
has encouraged the production of the other types of paper within the 
United States (2 A 165). 

Comparative production figures of the United States and Canada 
suggest that the tariff situation may be relatively important in shifting 
and keeping newsprint production in Canada. Although newsprint 
production in the United States has decreased during the last 25 
years, the production of all paper products has increased very sub- 
stantially (1), as has the production of wood pulp (M). In 1948 the 
production of newsprint constituted only 4 percent of the total pro- 
duction of all paper products in the United States; _ in Canada 
newsprint amounted to over 77 percent of the total of all paper 
products (A 258, B 119). 

Whether because of the tariff or for other reasons, it is more prof- 
itable to manufacture other kinds of paper in this country than it is 
to produce newsprint (A 232; Q 171, 186). Naturally enough, there- 
fore, a number of domestic mills have converted from newsprint 
manufacture to the production of more profitable types of paper 
(C 34, 162), and in recent years the ‘re has been a tremendous increase 
in the manufacture and use of “mechanical paper” (Q 178). The 
same factors that have operated to cause a shift from newsprint to 
other kinds of paper production, have also discouraged the establish- 
ment of any new newsprint mills. To begin with, a tremendous 
amount of capital mvestment is needed for the establishment of a 
paper mill (C 50). ‘This cost has increased in recent years (A 232). 
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In particular, newsprint mills require a greater investment per ton of 
output than any other paper product (A 761), and, in fact, require an 
extremely large capital investment in relation to dollar volume of 
sales compared with almost any other product (A 397-8), 

In spite of the difficulties, two new newsprint mills have been 
established successfully in the United States in recent years: one at 
Lufkin, Tex., and the other at Coosa Pines, Ala. The Southland 
Paper Mills, Inc., was organized in 1937 by some publishers and 
paper interests. It was financed with RFC Reais and by 1940 
had completed a mill at Lufkin, Tex., to manufacture newsprint from 
southern pine (A 766 et seq.). It has been in production since that 
time and is operating profitably. The Coosa River Newsprint Co. 
was organized in 1946 and was financed by a group of southern 
publishers and by the sale of stock to the public. Construction of 
its mill at Coosa Pines started in April 1948, and by December 1949 
it was in production. It also manufactures newsprint from southern 
pine and is operating profitably (A 757 et seq.). It is almost unique 
in having depended wholly on private financing, since, in addition 
to helping establish the Southland company, the RFC has given 
financial aid to one-third of the domestic newsprint producers (A 582), 
Unfortunately one plant that was established with RFC assistance, 
at Gary, Ind., found it advantageous to shift from the manufacture 
of newsprint to the manufacture of paperboard (A 583) 

Except for these more or less ‘cooperative’? ventures at Lufkin, 
Tex., and Coosa River, Ala., only a few of the largest newspaper 
publishers are known to have any interest in newsprint mills (A 108, 
ef. 214). <A study of this matter was made in 1939 by the Federal 
Trade Commission which disclosed four important publishing groups 
with newsprint ownership (B 948 et seq.). The MceCormick-Patterson 
newspapers own all of the outstanding stock of the Ontario Paper Co. 
Ltd., of Ontario, Canada, which sells its entire output to the Chicago 
Tribune and the New York Daily News. The New York Times owns 
49 percent of the Spruce Falls Power & Paper Co., which supplied all 
of the newsprint for that paper. The Hearst publications refused to 
furnish any information to the FTC or to permit examination of 
their files, but it was reported that they owned a small mill at Murray 
Bay, Canada, and that the ‘v have since purchased other mills. The 
Minneapolis Tribune (now the Minne: apolis Star and Tribune) owned 
all the stock of a mill in Michigan, but this has since ceased to 
produce newsprint. 

Investigation of the ownership and control of newsprint producers 
is rendered difficult, if not nearly impossible, because of the fact that 
the operating companies are principally Canadian corporations. 
Many of them are located in the Province of Ontario which has a 
law, apparently passed at their instigation, in effect forbid¢ ling them 
to respond to any subpenas or inquiries from outside Canada (A 205, 
105 et seq.). The SEC reported that so far as it had data available 
on the newsprint companies, Canadian and American, virtually the 
entire industry was interrelated not by directly interlocking directo- 
rates but through various common corporate relationships (A 408-13, 
540-2). In any event, it is undisputed that, whatever the reasons, 
the large American paper companies have shifted their newsprint 
production to Canada (A 350, 395, 544-5, 551, 629), and there are 
very large American interests in the Canadian corporations which 
produce the newsprint that is used in this country. 
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THE PRICE OF NEWSPRINT 


Newsprint prices present an odd picture. The general price struc- 
ture is that established by the major mills which have divided the 
United States into 10 zones, throughout each of which they charge 
uniform prices (C 47; A 97, 98, 104, 130, 135, 226, 288, 462, 488-90, 
519-20, 524, 547, 555-8, 572; B 79). However, in times of scarcity 
the open, or “spot” or ‘“‘black”’ ieareice pric e may vary widely (always 
upward) from the uniform mull price. The published statistics in- 
variably report the mill price, which is the price to carload-lot pur- 
chasers, but is not the price to the small less-than-carload-lot pur- 
chaser. The latter prices are not published and are diflicult to 
determine accurately. 

The price of newsprint in New York City in 1910 was about $45 a 
ton. The price reached a peak of about $115 in the inflation of 1920 
(although it was even higher for a few months) (Q 247), but it declined 
rapidly, and from that time until the end of the last war it varied up 
and down between $40 and $80 a ton. For several years before and 
during the last war the price was in the neighborhood of $50 a ton. 
After the war it began to rise, and it reached $100 a ton in 1949 and 
$106 a ton at the begmning of 1951 (B 129; G). The price varies 
slightly from zone to zone, but it is always the same to all carload 
lot purchases within any zone (C 300). 

Whether or not this price is “high”? depends, of course, upon the 
viewpoint and standard of judgment adopted. Undoubtedly it ap- 
pears high to publishers since it is one of their principal cost items and 
has increased more rapidly since the war than any other single item 
(B 934, 950). In this connection it should be noted that the cost of 
newsprint becomes an increasingly large proportion of total costs as 
the circulation of a newspaper increases (B 935). Therefore price (as 
distinguished pe availability) of newsprint is relatively more im- 
portant to the large publishers than to the small ones. 

On purely a standards it is difficult to say that newsprint 
mill prices are very much excessive. sae 1939 as the standard or 
base (100), newsprint prices in 1950 were at 200, whereas the general 
‘hddondle price index was only at 182 (B 498). Taking 1933 as the 
base (100), newsprint prices in 1950 were at 242, while the general 
wholesale price index was only at 212 (B 499). On the other hand, 
taking 1926 as the base (100), in 1950 newsprint prices were only 
139, whereas the general wholesale price index was 151 (B 499). 

These prices are of particular interest in view of the evidence that 
the mill prices are controlled by collusive agreement among the Cana- 
dian manufacturers. There was some denial that this was the fact 
(A 234-5, 347-8, 355, 455, 497, 547, 678), but the evidence adduced 
was overwhelmingly convincing that newsprint prices were set by 
collusive agreement between the mills (A 91, 130, 188, 199, 209, 219-21, 


226-9, 235, 288, 308, 350, 358-61, 365-8, 369, 420-1, 429, 448, 470-2, 
495, 549-50, 706, 753, 776-7, 922-3, 932, 1002-4, 1010, 1016, 1022, 
1029, 1050; B 229, 927, 987, 1187, 1188, 1192, ete.; Q 182). Actually 
there was no dispute about the fact that in many of the contracts 
between the mills and the publishers prices were pegged to or based 
on the prices charged, and to be charged in the future, by other leading 
compares C 48: A 97, 516, 570, 685, 741, 743). These were some- 


times referred to as ‘interlocking contracts” (A 221). It is also well 
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established that the Scandinavian producers have trade associations 
that engage in price fixing (A 507). On the other hand, it was testified 
that the Southland P aper Mills, and the Great Northern Paper Co., 
the largest United States newsprint producer, both set their prices 
independently of the common zone prices (A 775-6, 805-8 

There have been at least three antitrust cases agaist American 
newsprint producers and distributors based upon combinations in 
restraint of trade and price fixing, each of which has resulted in a plea 
of nolo contendere or a consent decree (Antitrust Blue Book Nos. 179, 
192,447). In 1947 the Department of Justice instituted a grand jury 
investigation, which was later dropped because of the difficulties of 
getting evidence from Canadian companies (A 343 


In view of all this it is surprising to find that the established mill 


prices of newsprint have generally been lower than would have been 
reached in a free market (A 328, 384). The obvious inference seems 


to be that the price has been maintained at a level just low enough 
to avoid the possibility of attracting new capital into the field and 
thus increasing the available productive capacity (A 232, 242). If 
this has been the purpose, it has been successful, as both Canada and 
the United States are producing at full capacity (G), and the 
still an unsatified demand for more newsprint. 


re 18 


THE OUTLOOK FOR NEWSPRINT 


Predicting the future course of any market necessamly involves 
extrapolation, rather than mere reporting. However, when this is 
based upon an examination of past and existing conditions it need not 
be unduly hazardous. There is little in the present situation to indi- 
cate that any of the factors which have created a high rate of nes 
print consumption are likely to change in the near future. There h: 


been some concern that the advent and pop laritv of t I vision 


i P ‘ may 

cause a decrease in newspaper advertising. But the experien h 
radio and the general economic outlook seem sufficient assuran it 

the effect of television upon newspaper advertising will be neither 

large nor permanent (Q 56). On the other hand, the factor 3 
. v - 4 1 ns : . : 

the shortage of s sulfur, which threaten to curtail still further the supply 


of newsprint seem much more imminent (New York Times, Mareh 21, 
1951, p. 57, April 8, 1951, p. F1). It is, therefore, fairly certam that 


the demand for ihe a t will ne to be in excess of the supply 
available in the market in the foreseeable future. 

The question thus anuedia one 6 the possibility of ( sing 
production. Existing capacity in the United States and C 3 
being utilized at a 100-pereent rate. The Newsprint Association of 
Canada reports that there is idle capacity outside of North America 
amounting to about 5 percent of the total world production (G 19-20 
Half of this capacity is in Great Britain and one-fourth of it is in the 
Seandinavian countries, and both are expected to utilize th full 
capacity in 1951 (G 20). The United States might get some i 
in its imports from Seandinavia, but Great Britain has itsel n 
suffering from a severe newsprint shortage, and so little of that 
increased production ean be expected to be exported. 

The attitude of the newsprint industry itself toward further ex- 


pansion was well summarized by J. D. Zellerbach, president of one 
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of the largest producing companies in North America. He told a 
House committee: 

A look at the past indicates that the current scarcity can disappear overnight 
and hence is no justification in itself for the industry to make the heavy invest- 
ment which is necessary to provide additional capacity for which there may be 
no use even before it is completely installed * * * Generally speaking, under 
current conditions I believe the industry is and will remain in a healthy condition, 
provided drastic reduction in demand and price do not reappear. The industry 
is not “‘adequate’’ to meet the demand in the present seller’s market. Its capacity 
will not be increased to a basic of adequacy until, first, it becomes reasonably 
apparent that current levels of demand will be maintained more or less perma- 
nently and, second, prices are increased to the point where they will attract capital 
to the industry (A 912-913). 

A careful examination of all the evidence leaves little doubt that 
Mr. Zellerbach accurately states the opinion of leaders of the news- 
print industry, and that there is little likelihood that the industry 
will itself engage in any substantial expansion of productive capacity 
unless faced with the threat of competition from another source 
(A 354). The industry has, however, continued to modernize and 
improve the efficiency of existing equipment, and has added machines 
to existing mills from time to time, thus gaining some increase in 
capacity (G 20). It is technically possible to shift machines now 
making kraft (wrapping) paper and other grades to the manufacture 
of newsprint with relatively small expenditures of money and time 
(A 95; C 178). However, the same factors which caused the conver- 
sion of newsprint machines and mills to the manufacture of other 
grades of paper will surely operate to prevent any re-conversion to the 
less profitable newsprint production. 

There remains the possibility of the establishment of new enter- 
prises in the field. Physical conditions are propitious in several 
locations. The requisites for the successful operation of a newsprint 
mill are (1) availability of a long-term timber supply; (2) a large supply 
of water; (3) relatively large amounts of power at reasonable rates; 
(4) transportation to the consumers; and (5) facilities for the disposal 
of waste (C 135 et seq.). These conditions exist in several of the 
Southern States and in southeastern Alaska. The practicability of 
producing newsprint from southern pine has now been amply demon- 
strated by the plants in Texas and Alabama (C 52). With southern 
pine as a raw material and natural gas as a source of power, it has 
been estimated that the South could support a newsprint industry 
permanently producing from one and a half to two million tons 
annually (B 208; C 153; A 242, 634). The difficulty is principally one 
of financing. The industry is unwilling to finance competition to 
itself; large publishers are getting the bulk of the present production 
and therefore are not generally sufliciently dissatisfied to be willing 
to spend the money necessary for new mills; and the small publishers 
simply do not have the capital necessary to undertake such an 
enterprise (A 355). 

Alaska is a special case. It has forest resources in the Tongass 
National forest which could permanently support a newsprint indus- 
try producing a million tons a year (C 135 et seq., 209 et seq.; A 
233, 779 et seq.; B 575 et seq.). It has ample supplies of water both 
for manufacturing processes and for the development of hydroelectric 
power. While it is farther away from the markets than either Canada 
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or the Southern States, it has the advantage of being situated so that 
ocean transportation is readily available. The principal impedi- 
ments to the development of a newsprint industry in Alaska are the 
lack of living facilities and of a labor market. Development of a new 
industry would require the establishment of entire new communities 
and facilities for living. This has led to the suggestion that mills be 
established in the United States and that the lumber be taken from 
Alaska and floated, by inland passage, to oo mills in this country 
(A 792 et seq.). This suggestion is opposed by the Delegate from 
Alaska (A 987) and by the Department of Agriculture (A 785 et 
seg.) on the grounds that this would strip Alaska of one of its major 
resources without doing anything to develop that country. It seems 
inevitable that Alaska will eventually be developed as one of the 
principal sources of newsprint supply (D). But, unless action is 
taken by the Federal Government to est: ablish or expedite such a 
development, it. will probably be many years before it occurs. 

Substantially the same thing may be said of the use of substitute 
raw materials. Using some material other than wood pulp for the 
making of newsprint does not eliminate the need for a paper-making 
mill, but merely makes it possib le to establish such a mill indepe nde ntly 
of forest resources. The basic problem of financing remains the same, 
except, perhaps, that the industry itself, with su bst: intial investments 
In forest reserves, 18 less anxious to finan ce the de ‘velopment of processes 
that may depreciate the value of such investments than to help 
develop conventional plants 

One of the most promising of the substitute processes is that of 


deinking and reusing waste paper (A 898 et seq.) A plant using this 
process would be substantially less expensive than one which was 
engaged in processing raw material (A 900). Several small plants 


have been established using this process (D 

In summary, the outlook for newsprint is for relatively little change 
in the present situation without Government action. <A severe de« 
pression would undoubtedly reduce advertising volume to an extent 
sufficient to curtail the consumption of newsprint so that the supply 
would be more than adequate to the demand. On the other pete the 
present preparedness program and the dislocation of population that 
is engendered by the maintenance of large armed forces, will e¢ taiabe 
tend to increase newsprint conmanmpion even be ‘yond present levels. 
There is little prospect for an increase in production commensura 
with demand. Most of the existing newsprint ¢ ompe unies had finanei a 
difficulties during the 1930’s, and they both feel that they are entitled 
to compensatory profits now, and fear that any large increase in 
productive capacity will again expose them to the danger of low prices 
and small profits. It would be possib le for new capital to enter the 
field, but it would take a tremendous amount of capital to establish 
productive facilities sufficiently large to make a significant contribu- 
tion to our national needs. Furthermore, since the capital now 
required to set up a newsprint mill is much greater than that which 
was invested in the existing plants, any new enterprise would be at a 
very real disadvantage in competing with the prese! nt industry (A 401 
Perhaps for these reasons, there is no indication so far that capital in 
the required amounts is available for the expansion of our newsprint 
capacity. 
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THE NEWSPRINT PROBLEM 


It is apparent that ‘“‘the newsprint problem” is not a single problem 
but a complexus of interrelated legal, economic, and social problems. 
Intelligent consideration demands that they be somewhat disentangled 
for examination. 

The most obvious legal problem that is presented is that of what 
the United States Government can do either to investigate or control 
the activities of a foreign industry. In a very real sense the news- 
print industry is a “fugitive industry” as far as this country is con- 
cerned. There is selgian evidence that it is engaging in practices that 
are illegal under our laws. But so far the Federal Government has 
not even been able to require the foreign producers to disclose any 
more evidence of their activities or transactions than they are willing 
voluntarily to produce, even though at least some of them are owned 
by American capital. There is a provision of the United States tariff 
laws which declares unfair methods of competition and unfair acts in 
the importation of articles into the United States to be unlawful, 
and which authorizes the Tariff Commission to investigate such 
matters (19 U. S. C., see. 1337). This section offers little help in 
the newsprint situation. There is doubt whether this section covers 
the restraints of trade involved in the foreign production and exporta- 
tion of newsprint. Besides, the only sanction authorized, if such 
unfair acts are found to exist, is the refusal of entry of the commodity 
involved. In view of the world shortage of newsprint, this is tanta- 
mount to punishing the victim, who is the consumer, rather than the 
offender, who is the producer. 

The economic problems center about three principal issues. First, 
there is the problem of causing and controlling the shift from product 
to product within an industry. Production of newsprint in this 
country has not decreased because of a lack of wood pulp. The pro- 
duction of wood pulp in the United States has increased more than 
100 percent since 1937 (A 1062), and the development of this industry 
in the South has been described as phenomenal (A 1064). The news- 
print problem arises from the competition of other products for the 
wood pulp. Mills that might be making newsprint turn out kraft 
paper instead. The demand for paperboard increases as paper 
cartons replace wood (A 95). Plastics and laminations made from 
pulp materials replace glass in products such as milk bottles (C 490), 
and this kind of use of materials is increasing (C 489; Q178). At the 
same time we maintain a tariff on all paper products except newsprint. 
Clearly this is not the way to encourage the production of newsprint, 
if that is the obje etive. 

The second basic economic problem is that of securing the neces- 
sarily large aggregation of capital to expand or institute productive 
facilities in a basic industry. The problem is peculiar so far as news- 
print is concerned only to the extent that the amount of capital re- 
quired is relatively large compared to the volume of sales and the 
quantity of production. However, the reluctance to expand facilities 
in the face of an apparent need for more production is reminiscent of 
the situation presented in other industries. 

The third basic economic problem involves the whole matter of the 
competition of small and large business. Congress is and has been 
concerned about newsprint primarily because of the complaints of 
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relatively small publishers. In many respects their situation is iden- 
tical with that of small business generally. They are dependent for 
supplies upon large industry and they are in competition with large 
enterprises. The trend is toward mergers and consolidations, and 
thus toward larger units. In the face of these pressures and the 
rising costs of an inflationary economy, how can small business survive? 
This is the question facing small publishers only somewhat more 
acutely than their brethren in many other fields. 

Fundamentally these problems resolve themselves into the basic 
one of reaching a judgment based upon social values. How important 
do we think newspapers are, as compared with other business enter- 
prises? Do we want newsprint more than we want wrapping paper 
or paper board? Does freedom of the press imply that anyone who 
can pay for the privilege shall be entitled to publish a newspaper? 
Is it important to preserve the small newspapers of the country? Of 
what social importance is it who owns and controls the press of the 


country and whether they are many or few? ‘These are the profound 
problems that are ultimately posed by the multitude of more super- 
ficial problems inherent in the facts presented in this report. Any- 


thing that is done in this field, whether action or inaction, will neces- 
sarily imply some kind of an answer to these problems. 


POTENTIAL LEGISLATIVE REMEDIES 


Clearly the most desirable solution of the problems concerning 
newsprint would be the establishment by private capital of additional 
productive facilities adequate to supply the future new oo needs of 
the country. However, the expression of a pious wish by Congress 
that this may come to pass does not seem likely to contribute much 
to its achievement. The function of a subcommittee such as this 
one is not merely to hope that the problem will resolve itself but to 
explore the possibilities of legislative action to remedy or ameliorate 
the difficulties with which we are faced. The subcommittee has, 
accordingly, collected all of the suggestions for l gislative action with 
regard to the newsprint situation that have been made, explicitly or 
implicitly, in the available testimony, evidence and material on the 
subject. Reduced to their essential elements, these suggestions are 
presented in the following list. The subcommittee has attempted to 
bring together here all of the ideas that have been put forward at any 
time for legislative action in this field. By doing this, it is not in- 
tended to express either approval or disapproval of any item in the 
list. It is recognized that there is overlapping and inconsistency 
between various ideas set forth here, and also that some of the sug- 
gestions may be impractical and othe ‘rs may be undesirable for many 
other reasons. Nevertheless, it is deemed worth while to bring to- 
gether in one place all of the proposals that have been made for 
congressional action both in order to make a record of those that have 
been considered and rejected and to bring to wider attention those 
that may merit further consideration. These, then, are, so far as 
the subcommittee has been able to discover, all of the proposals for 
congressional action in regard to newsprint that have been made: 


1. Grant direct Government subsidies to new manufacturit 
2. Extend loans or credit, or underwrite loans, for the construction of new 


newsprint mills, 


, wtarnr 
iz enterprises. 





6. 
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Establish Government newsprint mills and related facilities in Alaska, for 
lease to private interests on condition of the production of newsprint. 

Encourage the production of new newsprint mills by permitting accelerated 
depreciation for tax purposes. 

Extend Government loans or credit to publishers’ cooperative organizations 
for the establishment of new mills. 

Construct and operate Government newsprint mills— 

(a) In Alaska; or 

b) In the Southern States; 

c) For the production of Government newsprint requirements; and/or 

(d) For conducting research in new methods and materials and pilot- 
plant operations; and/or 

e) For production for sale at cost to small publishers. 

Establish a commission to draft plans, specifications, and estimates, and 
thereafter report back to Congress, on the construction of Government 
newsprint mills in accordance with the practical possibilities. 

Assist in establishing newsprint mills in foreign countries under the “point 
4’’ pr n, with proper guaranties that they will produce newsprint and 
sell it to the United States. 

Grant Government aids and subsidies for research in new methods and 
materials for newsprint production. 

Make Government timber available to private paper companies on condition 
that it be used for newsprint production (either in Alaska or elsewhere). 

Require that all suitable Government timber that is sold to private companies 

( ‘newsprint production rather than for other purposes. 





Permit Alaskan timber to be shipped to the United States for newsprint 
production and require its use for that purpose. 

l lish a Federal corporation to import, warehouse, and distribute news- 
print in order to prevent profiteering and assure adequate allocation to 
small iblishers (i. e., those using less than some amount, such as 1,000 


Extend Government loans or credit to cooperative associations of small 
publishers to enable them to purchase newsprint for themselves. 


Establish a corporation, in the nature of a cooperative, to which small pub- 
hers might subscribe as shareholders or members, which is authorized to 
re the production, purchase, distribution, and sale of newsprint on 
behalf of its shareholders or members 
Eni an enabling act providing for and encouraging the voluntary formation 
of cooperative associations of publishers for the production, purchase, 
r { , and sale of newsprint. 
Prohibit the sale of newsprint at more than a specified mark-up over the cost 
or mill price, and give an injured purchaser treble damages, 
Extend the prohibitions of the Robinson-Patman Act against discrimination 
to a refusal to deal with a small enterprise and to an unfair allocation of 
imited supplies between large and small enterprises. 


stablish a system of direct allocation and control of newsprint to insure its 
use for newspaper publishing and to insure an allotment of a fair proportion 





to small pubiushers, 

Impose a tax 0 vertising, possibly with an exemption for small newspapers 
S Jo | omic Report (S. Rept. No. 210, p. 73-75). 

Li or « the deduetibilitv of advertising expenditures for tax pur- 

Possibly require such expenditures to be capitalized or similarly 

Impose a tax on the manufacture of “mechanical paper” and other competing 
wood-pulp products. 

Impose a tax on competing uses of wood pulp, such as punchboards and comic 
MOOK 

Imp a sufficient tariff duty on newsprint to encourage its production in 
t United States. 

Require any newsprint imported duty-free (or at a favorable rate) to be used 


for newspaper publication. 


Remove the tariff on book paper, kraft paper, and other nonnewsprint prod- 
ucts in order to discourage their production in the United States in prefer- 
ence to new sprint. 


Give direct help to small newspapers, either based upon their status as news- 


papers or as small corporations generally. 
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28. Require the registration and disclosure of all ownership, control of, or income 


from any foreign business or enterprise by any United States citizen or 
corporation. 
29. Require the disclosure and filing of all significant contracts between Americar 


citizens and corporations and foreign enterprises. 


30. Require any foreign enterprise selling or shipping more than a certain mini 
mum amount of commodities to the United States to register and to agres 
to file certain reports and disclose certain record 

31. Require anv foreign enterprise doing business in the United Stat yr 
or shipping more than a certain minimum amount to the United S 
keep certain records and files in the United States and subject to t - 
dietion of Fed ral re les. 

32. Amend section 1337 of the Customs Code (19 U. S. Code 1337) to give the 


Federal Trade Commission investigatory power, as well l 
Commission, and to make it clear that any actions in a foreign country 
which, if done in this country, would be illegal are within the ban of that 
section. 

33. Amend section 1337 of the Customs Code to give the President, the Feder: 
Trade Commission, and the Tariff Commission discretion in imposing 
sanctions and in fitting the sanctions to the needs of the case, including 
the authority to impose certain conditions upon which goods may be 
admitted to this country, relating, among other things, to the prices and 
terms of sale, and including the authority to impose limited import duties 
in specified cases. 

Prohibit the exportation of business records from the United States unless 

provision is made to leave copies within the jurisdiction of the United States 

35. Establish a permanent commission, committee, or agency to 

(a) Continuously investigate the newsprint industry; and/or 

(b) Study the feasibility of Government construction of mills; and/or 

(c) Study the feasibility of Government underwriting of new mills 
and/or 

(d) Formulate specific plans for Government encouragement to pub- 
lishers’ cooperative associations for buying and/or producing news- 
print; and/or 

(e) Study and report on the foreign market, and attempt to find 
report sources of newsprint and expedite importation and di 
bution to publishers within this country; and/or 

(f) Engage in importation and distributio1 _ rations; and/or 

g) Encourage and disseminate the results of research in the field. 


ant 


i 


CONCLUSION 


In spite of the wealth of material and information available regard- 
ing the newsprint situation, the range and complexity of the proposals 
that have been made for legislative action are so great that the sub- 
committee does hot believe it would be justified in reas ‘hing a con 
clusion as to the necessity or desirabilit V of n specific course of | legisla 
tive action without further hearings. The subcommittee conse que ntly 
feels that some further hearings are necessary, but it does not desir 


to go over matters that have already been covered in previous hear- 


ings, or merely to offer a sounding board for individual grievances, 
lame, or praise. It does desire to receive comment and evidence 


relating to the p ssibility of specific ] yractical action to me \ 
lems existing in this field. Aeceetinaie without reaching any final 
judement on the merits, either of approval or disapproval, as to 
particular prop sal, the subcommittec has d cided LO hol | hear noes 
on those aspects of the newsprint problem which it now deems to 
of paramount importance. The subcommittee invites comment an 
it a time to be announced later, will receive testimony and eviden 
relating to the following pre yblems: 

A. How can we insure a fair and equitable distribution of th 

available newsprint supplies among all consumers? 


t) 
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B. How can we secure a greater domestic production of news- 
print? 

C. What are the practical possibilities through scientific re- 
search of utilizing new materials, equipment and techniques, 
increasing the efficiency and eliminating some of the present 
difficulties in the industrial process of newsprint production? 

D. What are the terms of a long-range program, based upon 
the fundamental policy of conservation and utilization of the 
natural resources supporting this industry, that will prevent the 
perennial recurrence of a newsprint crisis in the future? 
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